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ABSTRACT
The improvementof Micro and SmallEnterprise(MSE) dependson howan excellent
performanceis conducted. Excellentperformancecouldbe managedeffectivelyand
efficientlyif it is supportedby an optimalperformancemeasurementprocess,basedonits
appropriatekeyperformanceindicator.IdentificationofkeyperformanceindicatoronMSEis
developedbasedonexpertanditsstakeholderselicitationjudgmentthatisconductedbydepth
interviewtechniquetodescribetheinfluenceofexternalandinternalenvironmenttotheMSE
performance.SWOTanalysisis usedto explorestrategythatcanexploitMSE's internal
strengthsto overcomeits externalthreats,and exploitits opportunitiesto minimizeits
weaknesses.StructuralEquationModeling(SEM)is usedto confirmthekeyperformance
indicatorthatis essentialin MSE'sperformancemeasurementprocess.Ontheperformance
measurementmodel,keyperformanceindicatoraredeterminedbasedon its externaland
internalenvironment.Verificationon120MSEbananachipsinLampungProvinceshows7of
keyperformanceindicatorthatcouldinfluencetheMSEperformance,andwill beusedinthe
MSE'sperformancemeasures.
Key Word: Micro andSmallEnterprise(MSE)of Horticulture'sSnack,KeyPerformance
Indicator,SWOTanalysis,StructuralEquationModeling(SEM).
INTRODUCTION
AccordingtoYowonoetal.(2004),toidentifythe
successfulnessin thecompetition,it requiresa
strategythatcanadaptbetweentheplanningand
controllingactivities.The companycould
transferthe strategyinto the bettercertain
measurementsystemin performingits strategy
with the minimumrisk. The result of the
measurementis usedasa gooda feedbackthat
will givetheinformationsaboutheachievement
in anyactivitiesinthecompany'schainvalueor
it is knownas theperformance.Accordingto
Youngker(1993),the effectiveperformance
planningincludesthethreemainprocessesthat
arethemeasurementof theperformancein the
beginning, the planning of performance'
improvementbasedon the strategy, and the
measurementof performanceafter the
improvement.
The improvementefforts towardthe
performanceanbedoneif it usesnotonly the
internalenvironment but also the external
environmentof the company.Besidesthat,in
determiningthe company'sperformancescale
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enterpriseis one the factorthat shouldbe
considered.The termsof micro and small
enterprise,themiddleindustry,andbigindustry
have the basic difference.From the three
differenttermabove,smallandmicroenterprise
(SME) is groupthatdominatetheentrepreneur's
activities.(Heryadi,2004).SeeingFromthe
wholeof theeconomicstructure,from39.72
billiontheentrepreneursthatrecordedthereare
around39,71billionor 99.85percentarethe
entrepreneursof micro and smallenterprise
(Tambunan,2002).
Thesmallandmicrois basicallyoneof
the activatorof economicregionthatcould
producesthegoodsandserviceswhichusesthe
mainraw materialbasedon theusingof the
naturalsources,thetalentedandthe traditional
artworksfromthecertainregion(Industryand
TradingDepartment,2005).In thedevelopment
of microandsmallenterpriseastheactivatorthe
economics'region,it is statedthatthescopeof
thepriorcommoditiesare:(1)Snackindustry,(2)
silk industry,(3)tanninindustry,(4)oilpalm
industry,(5) fertilizer industry(natureand
organic),(6) saltindustry,(7) roofindustry,(8)
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blacksmithndustry,(9)boatindustry<100GT,
(10)thefishennen'smotorizationi dustry,(11)
traditionalof fanning tool industry,(12)
traditionalweaving industry, (13) jewelry
industry,(14)plaitingindustry.
Lampungis oneof theprovinceswhich
hasbigpotentialin developingmicroandsmall
enterprise,mostlyin snackindustrywith the
orientationof regionaland export market
(IndustryandTradingDepartment,2002).It is
becauseLampunghasthepotentialsupplyofraw
materialsandsupportingtheindustry'sclimate
thatexistfor theperfonningof economicof
democracy.Oneof thesnackindustrythathas
bigprospectis bananachips.Bananachips
industriesinLampungarespreadoutinregionof
Tanggamus,LampungSelatan,TulangBawang
andlampungTengah(Cooperationof Industry
andTradingDepartment,2004).It is predicted
thatthenumberof this industrywill increase
continuallybecausebananaistheoneofthemain
commodityof Lampung(The ministerof
Thchnologyand Researchof Lampung
University,2003).
Theimprovementof competitivepower
inmicroandsmallenterpriseof bananachips
dependonhowwell theperfonnancein micro
andsmallenterpriseitself.Thegoodperfonnance
canbemanagedefficientlyandeffectivelyif is
supportedby the optimal measurementof
perfonnanceprocess,whichis basedonthekey
performanceindicators.The aims of this
researchare to identifythe key perfonnance
indicatorsof micro and small enterprisein
Lampungbased on externaland internal
environment.
TBEORITICALBACKGROUND
Theproblemsin developingmicroandsmall
enterpriseof bananachipsin Lampungarethe
low level of productivity,quality, and
competitivetowardthecompetitor.It is because
oftheinabilityof microandsmallenterpriseto
optimizethesourcesandto controltheinternal
andexternalbusinessenvironments.According
toAnderson(1982),oneof maincausingfactor
in decreasingthe role of micro and small
enterprisein thecountrieswiththehighincome
is becauseof the movementof consumption
functioninthesociety.
In accordancewith Engel theory,the
wealthysocietytendsto spendmostof their
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incometo buy non-foodthingswhichmostly
importedproductor the productsthat are
producedbythemiddleandbig industryandit
hasthebetterquality,thenicercolorandshape,
thenicerin theperfonnancecomparingwiththe
productsof microandsmallenterprise.If then
thistheoryisrevealed,thestrategythatshouldbe
donebytheownerof microandsmallenterprise
in orderto survivein the competitionis to
increasetheperfonnanceofcompanythroughthe
improvementin any perspectivedealingwith
microandsmallenterpriseby designingmodel
comprehensiveof increasingperfonnance.The
improvementof competitivepowerinmicroand
smallenterpriseof bananachipsdependonhow
well the performancein micro and small
enterpriseitself.Thegoodperfonnancecanbe
managedefficiently and effectivelyif is
supportedby the optimal measurementof
perfonnanceprocess,whichis basedonthekey
performanceindicators.
RESEARCH MEmODS
In thiscase,performance'smeasurementusethe
BalancedScorecardmethod.SWOT analysisis
usedto explorestrategythatcanexploitMSE's
internalstrengthsto overcomeits external
threats,and exploititsopportunitiestominimize
its weaknesses.StructuralEquationModeling
(SEM) is usedto confirmthekeyperformance
indicatorthat is essentialin performance
measurementprocess.
Performance'sMeasurement
Accordingto The New WebsterDictionary
(200I), performanceis achievementwhich is
oftenusedto showtheabilityor "TheShow"
which is commonlyused to show up the
performanceor it alsomeansthe"doingthetask
that shows someone'saction in working.
Bernardinand Russel (1993) define that
performanceis therecordof the resultwhich
gainedfrom the functionof certainwork or
certainactivitiesinthecertainperiodoftime.
The collisionbetweenthe irresistible
force to build long-range competitive
capabilitiesandtheimmovableobjectof the
historical-costfinancial accountingmodel
has createda new synthesis:the Balanced
Scorecard. The Balanced Scorecard
complementsfinancial measuresof past
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performancewith measuresof drivers of
futureperformance.Accordingto Kaplanand
Norton (1996),thereare someobstaclesin
implementingthestrategythatcanbeovercame
byimplementingthecomponentsof management
strategy.In the perspectiveof management
strategy,environmentis the importantand
contextualfactorwhich has the effectto the
performanceof thecompany(Child,1997).The
conceptof modemmanagementshowsthatthe
industrywhichis conductingeconomicactivities
doesnotstandindependently,but it is in the
businessenvironmentwhich is affectedeach
other.Generally,thecompanyis in thecentreof
businessenvironmenthat consistsof the
government,thepeople,customers,distributors,
employeesandthe sameindustrywhich also
beingthecompetitor.
Thestrategyis neededbytheindustryin
ordertobeabletoachievetheresultbasedonthe
vision,mission,goalandtargetof thecompany.
Thecompany'sabilitytoplaceitspositioninthe
environmentbyconsideringandevaluatingitself
conditionnom environmentalfactorswhich
affectseachotherwill hardlydeterminethe
successof thecompany.Accordingto Wheelen
andHunger(1992)theenvironmentthatshould
be observedby the companyconsistof (I)
internalenvironmental which consistsof
structuralcultureand sources (2) external
environmentalwhich consists of social
environmentandworkenvironment.
SWOT Analysis
SWOT analysisis a wayto identifyanyfactors
systematicallyin orderto formtheorganization
strategy.This analysisis basedonthelogically
thatcanmaximizethestrengthandopportunities,
butin thesametime it canalsominimizethe
weaknessesandthe threats(Rangkuti,1958).
SWOT analysis considers the internal
environmentalof strengthandweaknessesand
theexternalenvironmentalof opportunitiesand
threatwhicharefacedin thebusiness.SWOT
analysiscomparestheexternalopportunitiesand
threat factors with internal strengthand
weaknessesso thatnom this analysiscan be
takenadecisionoforganizationstrategy.
SWOT analysisbeginswith identifying
the organizationpositionthroughthe values
evaluationof internalfactorsand the values
evaluationofexternalfactors. SWOT matrix
describesclearlyhowtheexternalopportunities
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andthreatfacedbytheindustrycanbeadapted
bythestrengthandweaknesses.Fromits matrix,
it will beformedfourpossibilitiesof alternative
strategy,thefollowingpictureis SWOTmatrix
diagramand the possibilityof appropriate
strategy.
StructuralEquationModeling
AccordingtoSupranto(2004)structuralequation
modelingis thewideningof statistictechnique
which is usedto evaluatethe pararelismof
dependantcorrelationstimulanttoafreevariable
in thenextdependantcorrelation.MPS consists
of somevariableswhichformedof anyfactors
variableorobservedvariablewhichis analyzed
by usingEQS<,AMOS, SAS andLISREL
program.Thereasonsof usingMPSare:
1. It givesamethodwhichiseasytounderstand
in relationwith the double temporary
correlationresultingeffectivestatistics,
2. It hastheabilityto accessthecorrelation
comprehensivelyandto givea transitionof
explanatoryto confirmatoryanalysis.This
transitionis appropriatewith the bigger
efforts leadingthe developmentto the
systematicandholisticpointof viewtoward
problemsolving.Thiseffortsneedtheability
to evaluatea seriesof correlationwhich
consistsof a big model,involvingtensor
hundreds variables with has many
similarities,a setof basicprinciplesor the
wholetheory.
According to Dillon and Goldstein
(1984),MPS isusedtostudythecauseandeffect
of a variablesetthatadaptedthepathanalysis
approach.Thestepsin MPS accordingtohairet
al(1998)are:
a. Developingbasictheoryof modeling.Inthis
step,it is formedacausalrelationshipwhich
leadsto thechangesof a variablestoward
theothervariables.
b. Developingthediagramcausalrelationship
path.Pathdiagramisdevelopedbasedonthe
conceptof causeandeffectwhichis formed
instepI, formingaconstructiontheoretically
basedon the concepthathas a roleto
separatehevariablesinthisconstructiona d
has a functionto explainthe relationship
betweenthe variables. The relationship
betweenvariablesis describedby using
arrow.
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c. Changingpathdiagramin the form of
structuralndbuildingthemeasurementof
modeling.
Inthissteptheinterpretationf pathdiagram
isdoneintoaseriesof structuralsimilarities
and determinesthe dependentvariables
predictor.Themeasurementof modelingis
developedbased on the analysis the
relationshipresultingthroughtheresultof
transitionalanalysisfactor so that it is
produceda confirmatorymodeling.Thenext
stepis continuedby the determinationof
indicatornumberwhichwill beusedineach
constructiona dconnectedtheconstructions
anditsindicators.
d.Choosingthetypeofmatrixinput(correlation,
Varian/ co-Varian)andstatingtheresearch
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problem s (the assumptionof MPS,
evaluatingtheeffects,choosingthemethods
toestimatethemodel).
e. Evaluatingthe identificationof structural
model. In thisstep,it is determinedthelevel
of freeresearch,determinetheassumptions,
diagnose the problem,and determinethe
techniqueof identificationproblem.
f. Evaluatingof modeling,conductingthetestof
kindnessandinterpretingofmodeling.
g.Interpretingandmodificationofmodeling
In this step, the standardization,re-
specification,ofmodelingisdonesothatitwill
resulthelaststructuralmodeling.
Strength:
S.IRaw materialisavailable
anywhere/easytoget
S.2Basicskillsthathavebeen
descendentforyears
S.3Technologyis availableand
easytobemasteredor
transferred
S.4Couldbeasthemainindustry
ormainjob formanypeople
S.5Thereis policysupportand
programfromprivateorall
.overnmentalelements
Maxi-Maxistrategy
(Strength/Opportunity)
(S1,S4,S5,02)Strengthenthe
partnershipbetweenUMK and
otherbigindustrieslBUMNor
supportinginstitutions
Weakness:
W.l Management,technologyand
machinery/toolsthatareused
stillsimpleandlessefficient
W.2 Variousqualityof products,
andnostandardization
W.3 Limitedaccesstomarket
W.4 Packagingthatistechnically
hasnotfulfilledthe
requirementsyet,andis
uninterestingforthe
consumers
Opportunity
0.1 Localmarkethatisquite
large
0.2 Thefundamentalof
Indonesia'smacro
economythatisgetting
better
0.3 Canbeexpandedto
exportmarket
Threat:
T.l Lowproductcompetition
T.2 Tightcompetition
T.3 Comparedtoother
competitor'scounties,the
industryconditionis
Incondusive
T.4 Thegovernment'spolicy
insomeaspectsuchas
costforfuel,
transportationcost,and
theraiseinelectricitycost I I
Pic.I. SnackIndustry'sSWOT MatrixDiagram
Maxi-Maxistrategy
(StrengthlThreat)
(S2,S3,n, T2) increasing
company'sabilitythroughstructure
maintenance,culture,andtheuse
of company'sresource
THE KEY PERFORMANCE INDICATORS
OFBANANA CHIP'S MSE
KeyPerformanceIndicatorsBasedOn....
OIctavina
Mini-Maxistrategy
(Weakness/Opportunity)
(W3,01, 03) increasingthe
informationaccessandsnacks
UMK marketing
Mini-Maxistrategy
(WeaknesslThreat)
(WI, W2,W4,T3,T4)The
increaseof facilitiesandworking
environmentthatsupportMSE's
progress
C45
Proceeding,InternationalSeminaron IndustrialEngineerigandManagement
MenaraPeninsula,Jakarta, August29-30,2007
According to the Industry and Trading
Department(2005),snack industry'sSWOT
matrix describesclearly how the external
opportunitiesandthreatfacedbytheindustrycan
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beadaptedbythestrengthandweaknesses(Pic.
1).Thisstrategicplanningcanbeusedtofmdthe
variablesofMicroandsmallenterprise
PerformanceMeasurementin SnacksIndustry
(TableI).
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Table I. The VariableIdentificationof Micro andSmallEnterprisePerformanceMeasurementi
SnacksIndus
Strate Variable
1. Strengtheningthe partnershipbetweenUMK, ExternalEnvironment
distributor,andstakeholder
2. Increasingthe informationaccessandsnacks
UMK marketing
3. Improvingthefacilityandindustryatmosphere
tosupporttheUMK progress
1. Increasingabilityof thecompanythroughtheI InternalEnvironment
improvementin structure,culture,andtheuse
ofcomDanvresources.
IndicatorsofTheBalancedScorecard
Perspectives
Thefourperspectivesof thescorecardpermita
balancedbetweenshortandlong-termobjectives,
betweenoutcomesdesiredandtheperformance
driversof thoseoutcome,and betweenhard
objectivesmeasuresandsofter,moresubjective
measures.There are financial perspective,
customerperspective,internalbusinessprocess
perspective,andlearningandgrowthperspective.
Financialperspectivemeasuresindicatewhether
a company'strategy,includegrowth,sustain,
andharveststages.Growthbusinesses(g)arethe
earlystageof theirlifecycle,consistof (1)sales
growthrate,(2) percentager venuefromnew
product,and(3) salespercentage.Sustainstage
(s)consistsof (I) shareof targetedcustomers,
(2) cross-selling,(3) percentagerevenuefrom
newapplications,(4) customerandproductline
profitability,(5) costversuscompetitor'scost
reductionrates, (6) indirect expenses,(7)
workingcapitalratios,(8)RaCE, and(9)asset
utilizationrate.Harveststage(h)consistsof (1)
customerand productline profitability,(2)
percentageunprofitablecustomers,(3)unitcost,
and(4)paybackthroughput.
Customer perspectiverepresentthe
sourcesthatwill delivertherevenuecomponent
of the company'sfinancialobjective,include
customercoremeasurementgroupandmeasuring
customervaluepropositions.Thecustomercore
measurement(cc))groupconsistsof (1)number
of customer,(2)rupiah'spent,unitvolumesold,
(3) number of new customer/customer
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acquisition, (4) number of existing
customer/customerretention,(5) satisfaction
level of customer,and (6) the profit of a
customer.Customervalueproposition(cpv)
consistsof (1) productattribute,(2) customer
relationship,and(3)imageandreputation.
Internalbusinessprocessperspectiveis
identificationof processthataremostcriticfor
achievingcustomerandshareholderobjective.It
is includeof innovationprocess,operation
process,andguarantee.Innovationprocess(ip)
consistsof (1)typeof newproducts,(2)timeto
developnewproduct,(3)innovationcost,and(4)
numberof newproduct.Operationprocess(op)
consistsof(1)manufacturingcycleeffectiveness,
(2)scraplevel,(3)frequencyof rework,(4) lost
order.Guaranteeand aftersale service(ass)
consistof (1)deliverytime,(2)qualityofservice,
(3)servicecost,(4)numberofproductdefect,(5)
productionfailure,and(6)inspectiontime.
Learningandgrowthperspective
developsobjectivesandmeasurestodrive
organizationallearningandgrowth.It isconsist
ofemployeecapabilities,informationsystem
capabilitiesandemployeemotivation.Indicator
ofemployeecapability(l) is(1)rateofemployee
capabilities.Indicatorsofsysteminformation
capability(sic)are(1)rateof information
system,(2)easetogetinformation,and(3)
durationtogetinformation.Motivationof
employee(me)consistof(1)rateofemployee's
motivationand(2)rateofempowermentof
employee.
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Externalenvironmentis theconditionthatexists
outsidethecompanywhichconsistsof social
environmenta dworkingenvironment(Hunger
andWheelen,1992).Socialenvironmentis the
environmentthatis relatedindirectlywith the
short-termactivitiesoforganizationwhichcanor
mostof thetimecan influencethe long-term
decision.It consistsof thepowerof economy,
technology,lawof thepolitic,andthepowerof
socio-culture.Thepowerofeconomy(PE) is the
powerthatmanagesmaterialexchange,money,
energy,andinformation.The indicatorsareas
follow:(I) Inflationrate,(2) Currencyvalue
exchangerate,(3) Interestrate, (4) Money
distribution,(5) Unemploymentrate, (6)
Economicgrowth, (7) Supply of material
(includefuel),(8)Priceofmaterial(includefuel),
(9)Workers'wage,(10)Income.Thepowerof
technology(PT) is the power that results
problem-solvingdiscovery.Theindicatorsareas
follow:(I) Thenumberof expenseforresearch,
(2)Technologyratebeingused,(3) numberof
newproduct,(4)Patenprotection,(5)Thespeed
oftechnology-transfer,(6)Automation.
Working environmentconsists of
elementsor groupthatdirectlyinvolvesor is
influencedby mainoperationsof organization.
Newcomer'sthreats(NCT)are:(I) Economic
scale,(2) Differentiationof product, (3)
Regulationsof government.The competitions
amongthecompaniesthathaveexisted(local
communities/LC)areas follow:(I) Numbersof
competitors,(2) Industry growth, (3)
Characteristicsof competitor'sproductand
service,(4) Competitor'sfixed cost, (5)
Competitor'sproductcapacity.The threatsof
productsof substitution(I'PS) are:(I) Products
of substitution'sperformancesimilarity,(2)
Productsof substitution'sbasicprice,and(3)
Productsof substitution'squality.Thestrengths
ofdealer'supply(SDS)consistof (I) Location
of dealer(spread),(2) Characteristicof dealer,
(3)Numbersof thedealer,(4) Characteristicof
goodbeingsupplied.Thestrengthsof buyers
(SB)are:(I) ThequalityproductofUMK (micro
andsmallenterprise),(2)Competitiveprice,(3)
Guarantee.The relativestrengthfrom other
stakeholders/RSS(government,workersunited,
creditor,tradingassociation,stakeholder,and
group'sspecial need) is externalobstacles
(marketpenetration).
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Indicatorof InternalEnvironment
Internalenvironmentis theconditioninsidethe
companyitself.It consistsofstructure,
culture,and resources(Whellenand
Hunger,1992).Structure(S)is thewayshowthe
company being managed related to
communication,rights,andtheflowofwork.The
indicatorsof structureareasthefollowings:(I)
Communicationlevelin chainsof assignment,
(2) Advantageand disadvantageof decision
making in company,(3) Advantageand
disadvantageof tasksdistributionandauthority
in company.Culture(C) is patternof surety,
hope,andothervaluesthataredistributedbythe
memberof theorganization.The indicatorsare:
(I) The existenceof culturethat company
follows,(2)Theexistenceof hopethatcompany
applies,(3) The existenceof valuesthatare
availablein company.Numberof company's
resourcesandits applications(CR) is theasset
that becomesthe raw materialfor good
productionand organizationservice. The
indicatorsareasfollow:(I) Durability(thel vel
which showsthe durabilityof resourcesand
company,whetherit is decreasedorout-of-date),
(2)Transparency(thepaceof othercompetitors
inordertounderstandthelinkbetweenresources
andthingsthatsupportthesuccessof company's
strategy),(3) Transferability(the skills of
competitorsto collect resourcesand things
neededto face competitor'schallenge),(4)
Replicability(theskills of competitorsto use
theirresourcesandto replicatethecompany's
success).
Data processingshows that MSE's
performanceouldbeinfluencedbyexternaland
internalenvironment,andwill be usedin the
MSE's performance measures. External
environmentdescribe 81 % of bananachip
SME's performanceand internalenvironment
describe 16 % of banana chip SME's
performance.Verificationto 45 indicatorsin
externalandinternalenvironmentyielding7key
performanceindicators(factorloadingcoefficient
>0,5afterpartialaspectreductionprocess)of
bananachip'sSME (Pic.2)with. Thereare(1)
Inflationrate,(2) Supplyof material(include
fuel),(3) Priceof material(includefuel),(4)
Workers' wage, (5) Technologyratebeing
used,(6) numberof new product,and (7)
replicability.
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Pic.2StructuralModelofMSE's Key PerformanceIndicators
Table2.Good f FitStatisticsS
Analysisof GOF (Table2) shows
thatmodelisunfit.Chi-squareistoolarge,P
valueistoosmall,RMSEA>0,08,GFI,NFl
andNNFI <0,90.Thisresultindicatesthat
modelwasn'tappropriatewith data,and
needto bemodified.Usuallythiscasebe
causedbysamplesizethatunsufficient(n=
120)fortheparameters(x=45). Resultof
calculationof GOF (Table2) showsthat
modelis unfit.Chi-squareis too large,P
valueistoosmall,RMSEA>0,08,GFI,NFl
andNNFI <0,90.Thisresultindicatesthat
modelwasn'tappropriatewith data,and
needtobemodified.Usuallythisproblem
couldbe causedby samplesize thatun
sufficient(n= 120)fortheparameters(x=
45).
CONCLUSION
(1) Structuralmodelshowsthatexternal
environmentdescribe81% of banana
chip SME's performanceandinternal
environmentdescribe16 % of banana
chip SME's performance,but the
goodnessof fit test showsthatthe
modelisunfitandneedtobemodified.
(2) Confirmatoryanalysisof structural
equationmodelingyielding 7 key
I ModelofMSE's Kev Pern Indicators
performanceindicatorsof bananachip's
SME.
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Test Estimates
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